
APPENDIX B
Recording and Reporting Sub-recipient and Contractor/Vendor Relationships

Departments are responsible for carefully reviewing the A-133 requirements and examples to determine whether or not a sub-recipient or contractor/vendor relationship exists.  In some cases, the relationship may not immediately be clear.  CTR has provided this guidance to assist departments with the process of making sub-recipient vs. contractor/vendor determinations.  However, CTR will not approve or make determinations for a department and acceptance of a transaction in the accounting system coded by a department does not mean that CTR has approved the department’s coding as appropriate under A-133.  Departments should document the process used to reach each determination.  Departments may not code encumbrances and payments as contractor/vendor activity to avoid the sub-recipient pass through or other reporting requirements.
In accordance with federal requirements, as outlined in OMB A-133 (the Single Audit Act) a primary grant recipient is the one to whom the original grant award was made.  The prime recipient is referred to as a “pass-through entity” when the prime provides the federal award to a sub-recipient to carry out the federal program.  In passing through a portion of or the entire grant award, the responsibilities inherent in that grant award also “pass down” to the sub-recipient.  However, the prime recipient (or pass through entity) remains ultimately responsible for the following, in accordance with OMB A-133:

  A prime recipient that serves as a pass-through entity shall perform the following for the Federal awards it makes: 

(1) Identify Federal awards made by informing each sub-recipient of CFDA title and number, award name and number, award year, if the award is R&D, and name of Federal agency.  When some of this information is not available, the pass-through entity shall provide the best information available to describe the Federal award. 

(2) Advise sub-recipients of requirements imposed on them by Federal laws, regulations, and the provisions of contracts or grant agreements as well as any supplemental requirements imposed by the pass-through entity. 

(3) Monitor the activities of sub-recipients as necessary to ensure that Federal awards are used for authorized purposes in compliance with laws, regulations, and the provisions of contracts or grant agreements and that performance goals are achieved. 

(4) Ensure that sub-recipients expending $500,000 or more in Federal awards during the sub-recipient's fiscal year have met the audit requirements of this part for that fiscal year, meaning they are subject to the Single Audit.
(5) Issue a management decision on audit findings within six (6) months after receipt of the sub-recipient's audit report and ensure that the sub-recipient takes appropriate and timely corrective action. 

(6) Consider whether sub-recipient audits necessitate adjustment of the pass-through entity's own records. 

(7) Require each sub-recipient to permit the pass-through entity and auditors to have access to the records and financial statements as necessary for the pass-through entity to comply with this part. 
The characteristics of a contractor/vendor that make it distinct from a sub-recipient are summarized below. 
A contractor/vendor: 

(1) Provides the goods and services within normal business operations; 

(2) Provides similar goods or services to many different purchasers; 

(3) Operates in a competitive environment; 

(4) Provides goods or services that are ancillary to the operation of the Federal program and 

(5) Is not subject to compliance requirements of the Federal program.
Identifying Sub-Recipients in MMARS by Object Code
Encumbrance and payment activity involving sub-recipients is identified by the object code entered by the department on the accounting line of the transactions.  Certain object codes are designated for use as sub-recipient only.  
Federal reporting on sub-recipients is based on the following object codes:

H78
M03 MM3 M78
N78
P01 PP1

R03 R09 R11 R14 R15 R21
U78
All encumbrance and payment activity with the above listed object codes will then be selected UNLESS vendor Type on VCUST is equal to “I” (Individual).  Departments should review existing encumbrances for both sub-recipient activity and contractor/vendor activity and immediately update the object code on any encumbrances federally funded to ensure they reflect the appropriate object code, as defined in this document.  If a department has sub-recipient activity in an object code not listed above then the department should prepare and submit expenditure correction (EX) documents to the Comptroller’s General Accounting Bureau with the following in the document comment ”sub-recipient activity” and an explanation of the work being performed that qualifies as a sub-recipient relationship.  
To the extent that departments have used any of the object codes above for sub-recipient related activity where the payee is a contractor/vendor and NOT a sub-recipient, the department should prepare and submit expenditure correction (EX) documents to the Comptroller’s General Accounting Bureau with the following in the document comment ”non-sub-recipient activity” and an explanation of the work being performed that qualifies as a contractor/vendor relationship.  The attachments provide high level guidance to assist with determining whether an expenditure will trigger the sub-recipient or contractor/vendor relationship.

For questions and assistance, contact Donna Roux at 617-973-2314.

OMB Transparency and Reporting Requirements 
FFATA requirements for transparency and reporting are also passed down to sub-recipients at a level that far exceeds the prior A-133 requirements.  In reporting activity involving sub-recipients, in addition to the activity detail from the prime recipient, the Commonwealth as prime must assure that the following is provided:

1. The DUNS# of the sub-recipient, their legal name, address and type (From VCUST)
2. The sub-award number(The encumbrance document ID)
3. The total value of the sub-award/contract (The line amount from the contract document in MMARS)
4. The sub-award date (The date on the encumbrance)
5. The sub-award grant period (The service begin and end dates on the encumbrance)
6. The primary performance location/area of benefit (From the Location Code entered on the MMARS documents)
NOTE: All of these data elements should be available in MMARS and will be extracted from MMARS for the transparency and OMB required reporting in accordance with CTR published guidance.  Departments should ensure that staff is properly coding any encumbrances and payments in accordance with this guidance at the time of the expenditure to reduce any corrective actions that will be needed to properly account for and report expenditures. 
Reporting of sub-awards and contracts:  OMB requires that the Commonwealth report the aggregate number and dollars of sub-awards/contracts.  For Commonwealth prime recipients, this will be available through MMARS.  This reporting requirement is also passed down to sub-recipients.  
Sub-recipient Reporting Requirements
· Departments should advise their sub-recipients and amend their existing contracts to ensure that the following data will be available for reporting: 
Sub-recipients will be required to report all contractor/vendor payments they make with federal funds.  Detail for these payments must include either the payee vendor DUNS number OR the contractor/vendor name and the zip code of the contractor/vendor headquarters.
Sub-recipients may be also required to report the names and total compensation for the five most highly compensated officers in their organization if:
(1) the recipient in its preceding fiscal year received— (a) 80 percent or more of its annual gross revenues in Federal awards; and (b) $25,000,000 or more in annual gross revenues from Federal awards; and

(2) the public does not have access to information about the compensation of the senior executives of the entity through periodic reports filed under section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 78o(d)) or section 6104 of the Internal Revenue Code of 1986 [26 USC § 6104].  ‘‘Total compensation’’ means the cash and noncash dollar value earned by the executives during the sub-recipient’s past fiscal year of the following (for more information see 17 CFR 229.402(c)(2)):
(i). Salary and bonus.
(ii). Awards of stock, stock options, and stock appreciation rights. Use the dollar amount recognized for financial statement reporting purposes with respect to the fiscal year in accordance with FAS 123R.
(iii). Earnings for services under non-equity incentive plans. Does not include group life, health, hospitalization or medical reimbursement plans that do not discriminate in favor of executives, and are available generally to all salaried employees.

(iv). Change in pension value. This is the change in present value of defined benefit and actuarial pension plans.
(v). Above-market earnings on deferred compensation which are not tax qualified. 
(vi). Other compensation. For example, severance, termination payments, value of life insurance paid on behalf of the employee, perquisites or property if the value for the executive exceeds $10,000.

